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We axiomatize a simple dynamic model of costly self-control. When self-
control costs are fixed, agents exhibit magnitude effects: self-control increases
as the stakes of the decision problem rise. In choice between dated streams
of consumption, this results in a reversal of preference to larger, later re-
wards (overcoming present-bias) when payoffs are scaled up. When applied
to a simple consumption-savings problem, magnitude effects translate into
poverty traps: while wealthy households self-control to save optimally, poor
households forego self-control and over-consume.

Keywords: self-control – dynamic inconsistency – present bias
– magnitude effect – poverty trap

JEL Codes: D01, D11, D91

∗I am indebted to Clemens Puppe for his continued support and his many suggestions. I thank Hans
Gersbach and Klaus Nehring for fruitful discussions on the subject of this paper. I thank Nick Netzer,
Yusufcan Masatlioglu and participants at the 2022 BRIC conference in Prague for helpful comments.
Mert Ergin provided excellent research assistance for this project.

1


